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) 676 Mr. FORD. Thank you very much. Mr. Magee.
677

678 STATEMENT OF ROBERT W. MAGEE
679

680 Mx. MAGEE. ni. Chairﬁan. my name is Robert Magee. I am
681| the Director of Personnel at the Central Intelligence

682| Agency. I want to thank you f£or the oppoxrtunity to appear

683| before this committee, to discuss the retirement systems at
684| the Ceht:al'Intelligence Rgenocy. It is an issue which is

685! vital to the continued health of the nation's professional

686 intelligenée servioce. |

687 The United States is a world power. Developments anywher
688| in the uoild. and indeed now in outer space, can affeoct the
689 national security of the United States. It is the mission

690| f£o the Central Intélligence Agency to understand these

691| developments, and provide our nation's leadexrs with the

692| advance knowledge so oritical to successiul foreign polioy.
693 The intelligence responsibility is continually expanding.
694| In its early days Central Intelligence dealt rrimarily with
695| the threat to the United States from our principal

696| antagonists in the world. While this threat has remained
697| our principal conoerﬂ.,neu issues constantly arise which
698| demand intelligence attention, teéhnology transfer, economic

699| and financial stability of foreign governments, world

700 petroleum production, narcotics, terxrorism, the explosion of
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developments inthe technical and socientific field are Just
some of the issueQ'uhioh today require daily intelligence
vigilance.

rﬁe United States is indeéd & world power, and its
citizens expect the nation to hagve a world-oclass
professional intelligence service. I am pleased, Mrx.
Chaizmﬁn. to say to you today that this nation doas have a
world-class intelligence serxvice, and that tha leaders of
this nation are the best informed 1nd1v1duéls in the world.

Recognizing that CIA's job is different from the rest of
the government, Congress histoxically has suppbrted agency
efforts to reoruit and retain career oriented employees
dedicated to the mission of the agenocy, and responsie to the
demands that security must place on their professional and
personal lives. Such ﬁ careexr service now exists.
Attrition rates are among the lowest in the government and
attest to a very healthy career oxganization. It exists
because suécessive Congresses and admihistrations werea
sensitive to the needs of the reople who spend thaeir
rrofessional lives in 1ntelligehce.

In recognition of the unique mission of Central
Intelligence, Congress has provided the Director with
spacial authorities wiih respect to personneli These
authorities have no ocounterpart in the Fedexal Government.

Consequently, CIA employees are statutorily excluded f£rom
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tenure and from the proteotion and benefits dexrived by
stﬁtus under civ. laws, rules and regulations. This is as
it must be, since the Director must have full and final
authority to say when and'uheie an employee will serva, at
what duties and for how iong.

To ﬁndexstand the role played by retirement in tha CIA
personnel system, it is £irst necessary to have an
understanding of the process which reocruts and retains a CIA
employee, a process which in some ways is similar to other
organizations but which in the aggregate is unique in the
United States Government. We have the most rigorous pre-
employment screen process in the United States. Nowhere
else is each applicant subjeot to such sorutiny.

A typical applicant firxrst takes an eight-hour agency
unique exam developed by the Offica of Stxategic Service
during World War II, and modified since then by the best
minds in the fields of education and psychology. This test
Provides insights into an applicant's intellectual
capability, temperament, woxrk attitudes, voocational
interests, writing skills, psychological profile. Those who
do well on the test, who have demonstrated high achievement
either in their academioc or professional careers, and who
have several favorable personal interviews, are rlaced into

~our mediocal and security clearance procedure.

Employment by the Central Intelligence Agency ocarxies with
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it extraordinary health risks. These risks are inherent
both in the geographic and sooiopolitioa; environment in
which employees are ligblejio: assignment. The stresses
1nvolved'1n highly ciassiiied work and overseas environment
requires us to have an extraordinarily detailed oclinical and
psychiatric screening for all applioants.v We require not
only the applicants themselves pass this medical exam, but
for those in the overseas ocareer track, dependents must bhe
similarly cleared.

Our sécurity and suitability socrxeening is extremely

-4deta11ed. Every employee from the most senior to thé most

Junioxr is investigated by our oun security staff in a
pProcess that covers the last 15 years of an appliocant's
life. Again, depéndent iactors.can be disqualifying. When
all of the data are accumulated, we have a very thorough
undexstanding of the applicant's entire life étyle. These
data are validated during a Polygraph interview given to all
applicants.

At the -end of the three-year trial period, the medical
security process I just described is repeated, with the

-added ingredient of work performance. Did th applicant in

faot measure up to our.estimate.

It is gratifying to note, Mr. Chairman, that 99 percent of
our employees successfully complete this trial period.

It is rather not surprising that we must consider a large
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776 numbex of applicamts to find the precious few who meet these
777| demanding standaxrds. Despite enormous difficulties, we have
778| attracted analysts, attorneys, dootors, case oiiioers.

779 engineeré, scientists and physicists of the highest caliberx.
780 Meeting our recruitment requirements, however, remains one

781) of our principal prioxities. It is a never-ending struggle

782| which can only get moxe difficult as we continue to compete

783 in the marketplace with U.S. industry.
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RPIS BOYUM
DCMN SPRADLING

[10:15 a.m. )

Entering on’ duty, the CIA employee becomes a part of a
uorldluhich is generally isolated, nomadio, idealistic,
seoretive, and increasingly dangerous. In addition to those
personal constraints, common to the few in governmaent who
hold clearance at the CIA level, our employees must endure
even more sevexe conditions. Every five yeaxrs they are
suhjec£ to a full security investigation and he has no job
tenure, they may not travel abroad, puhlish articles, marxry
a non-U.S. oitizen, attend international conierencés elther
without advance Agency approval. The? can ze&eive no publioc
recognition for their professional achievements but on the
contrary must suffer in silence innumerable calumnies.

Dominating all other considerations, houévez..is the
single heaviest burden of all, cover. 00ver; the term for
concealing the fact that we are in faoct employed by Central
Intelligence. Nearxly 50 pexcent of all employees at CIA are
undexr cover. Dailly events other take for granted have for
us potential cover ramifications. We have to woxry about
car pooling, telephone messages, cover salaries, oredit

investigations, court appearances, neighborhood gossip, the

list is endless.
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Covered employees given medals for me;ito:ious rexformance
may not retain their awaxd. Overseas, many of our employees |
must carry two jobs, the cover job and their Agency
assignmeﬁt. thexeby making them subject to two bosses, both

of whom reasonably look for #Full periozmanogfi:)

[ .
e T N e

\§E§3§§~is 1nev1tah1e in such a dual 1if ving cover

pertains also to ones self-image and the n%sg fox social
inclusion and :écognition and beqomes more ooni;iotua; with
the family's growinng need for soo;al status, recognition
and identity. The spouse must always be on guard, even in
the most casual of conversations with friends and neighbors.

The employee's true proiession must be concealed from the
children until they are mature enough to handle the
Rnouledge zespons;blyﬂ;:)

(',/rhus, the stress of dual life extends to every member of
the family.cﬁﬁover impacts on those employees who themselves
may not be undercover. Social intexchange oufside the
workplace must be handled with discretion. Even if not
undexr cover in Hashington. employees who travel abroad must
develop a cover legend. The Agency must avoid 1a£ge morale
building orxganizational avents popular with similar

nstitutions out of a fear of Jeopardizing employee cover.
ost will agree that in these tense times our nation's first

Kline of deiense 15 1n 1nte1119enceo

4:i>Recognizing this in the past several years the government

Approved For Release 2010/03/11 : CIA-RDP87M01152R000400560024-6




Approved For Release 2010/03/11 : CIA-RDP87M01152R000400560024-6

NAME: HPO115000 ' PAGE 38

834 has improved immeasurably its intelligence oapahilities. It
835| would be extremely unwise to threaten this achievement by
836 | severely reducing ouxr ability to re&ruit and ietain the
837 calibér~o£ 1nd;viduals we historically attraocted.
838 The Dirxector of Central Intelligence must have the
839 authority to move the right peopie into £he right place at
840| the right time. This requires a corps.oi rexrxsonnel who are
841} prepared to go anywhere in the world as the national
842| interest requires. Ultimately it also means we must move
843| people into retirement so that we can prepare the next
8#“ generxation of intelligence officials.
; ' 845 Ihe'mandatory retixement provision in the Central

846| Intelligence Agency Retirement and Disability System is an
'_8u7 important management tool which has worked well and which
i 8“3 ‘should be retained in any new legislation. We iind)ior
849 | example, that after age 50, nearly 50 rexcent of our
850 employees a;é not eligible for full service medical
851| clearance. We we to include those who ocould not travel due
852| to family medical constraints, these figures would bae more
853| atartiing, STor K,
854 In addition to the purely oclinical health hazards involved
855| in worldwide service; Agency personal are confronted with
856 psychologiéal stressa;’uhich over fhe long haul extract a
g 857( health toll just as great. In addition to the subtle

858| faotors of cultural‘translooation gnd family disruption,
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there are not infirequently higdftzaumatio events. Scores of
employees have been in foreign érisons. sometimes for years
or otherwise harrassed when their agency,aiiil;aﬁion became
knoun;fij)
<::Imployees and their families confront the more diffuse
crisis associated with civil disorder. terroxrism and other
local ocircumstances uhioh‘aie not evén remotely comparable
to thé life of the typical Amexrican suburban satting in
which our employees uwould othexrwise have remained.
| One must also appreciate what the ocurrent worldwide
_ epidemio-oi terroxism means in trying to manage an
organization whose employees must daily confront this
reality and who Secause‘oi theixr agency affiliation arxe
particularly "“??9?3315ﬁ§39
<:7E;“;§;w1;;t few years, there have been thousands of
terrorist incidents, néarly a third of which have been
targeted against Americans. Regrettably the end to this
scourge is not in sight. 1Indeed it is one of this Agenoy's
most pxeséing responsibilities to help negate this menace.
To do it, we need a young and vigorous work force medically
and psychologically able to‘handle the stress and
sufficiently courageous to accept the obvious dangers
involved.
Several seocurity oconsiderations unique to our

;}zoiession#a buttress further our need for a f£flowthrough
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rpexrsonnel system/ allowing for early retirement.

Prolonged service in operational environments increases
the risk of identification of our operatives to hostile
vintelligenoe. intexrnal seourity or terroxist organizations.

G%,——ﬁnnonymity is a ocritical ingredient for a successful

intelligence tifiiiffé)

.

?ez??H;I'seou:ity inevitably arodes with time and new
operatives must constantly be put into the system to
raintain balance in thé personnel structure as oldei. mox
exposed individuals must be allowed to zetizef4¥!EBhioa11y
some of the retiiement proposals ourrently being discussed
would cause our older employees who should leavejto stay,
and our younger employees who should stay)to leave.

Our officer coxps is recruited generally from the recent
college graduate pool, zouﬁhly the 20-25 year old age group.

While it is to the government's disadvantage to Keep these
people for U0 years for thp reason previously stated, it is
equally dis;dvantageﬁ;%;;m a seourity standpoint to
encourage them to leave our service in less than the 20 to
30 years without adequate'xetizement.

Agency employees have access to highiy classified
infoxrmation iiom the beginning of their employment. We have
long recognized the inherent security risks of a short-term

transient work force. Given the extraordinary sensitivity

of our mission. we must have a career track whioch retains
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staff for a full career but promises them th§ early
opportunity fo retirxe with financial Qeourity.

Therefore, continuation of eligibility for retirement with
full heneiits at age 50 is essential.

Employment at CIA means work overseas whether qualified
for our Central Intelligenoe Agency‘EGtirement and

'Disability} '{h T refer to as CIM?.DS oxr not. Only 36
gercent of CIA employees ocurrently serving overseas have
qualified f£or CIARQS, Iﬁe zemgining‘su percent are covered
undexr the Civil Service Retirement Systém.

Unlike members of the Foreign Serxvice, all of whom are
eligible for the early retirement benefits fronm fhe moment‘
they begin their career, CIA employees must earn their way
into CIARDS by serving five years overseas. Given our
policy of rotating people to and from the £ield, it takes
time foxr employees to earn those five years. Ohviously sone

hever do. which explain?{ why.zgﬁthis overseas-oriented
e
f only a very small percentage is in CIARDS.

Forty-two percent of our Civil Service retirees population
in the past five years has ovérseas duty with the Rgenoy.
‘There are thousands of CIA employees who serve abroad but
are not qualified for EIARDS. Nearly‘sp percent of the
Agency bear the lifelong burxden fo cover,i\I want to stress

that cover is carried into :etireme?ifé;>

—
e e e e, —

<f; majozity of those under cover are not qualified for
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934 CIARDS.

935 Overseas service is becoming more dangerous for all
936 Americans, but especially for employees of the CIA. The
937 moztalify figures for our people are grim. Since the early
.938 19508, of the nearly 200 Agency employees who have died

939| serving abroad, less than 30 percent were in CIARDS. We
940| have 50 Gold Stars in oﬁ: entry foyer honoring our

941| colleagues who died f£fxrom hostile action ox iﬂnnnrcpli[t-

9u2 pa;ticipatiﬁS in highly dangerous Ag#noy activities, only
943]| ten were in CIARDS. |

auy 0f the two most senioxr CIA officers slain in hostile

9u5! action overseas, one was the director of a headquarters

946| analytical office.

¢
9y7 RIA is a single, indivisible agency with a single ocultura

9u8| and ethic. At present there is an esprit de ocorps among all
949{ our employees, hn agency-wide team approach, a'genezal state
950} of mind that timeliness is critical, accuiacy is imperative.-
‘951| absorption with the task at hand mus£ take prioxyity over
olee beids

952| personal disraoctions. Advancing year§ﬁ”lessenfﬁg of work

953| vigor and enthusiasm. The larger the proportion of older

954| employees, the greater the debilitating effeot on the tenor
955 gt the Agency.

956 A healthy career organization now exists. Fundamental to

957 this health has been the successful poliocy which recognizes

958| burnout as a reality, and allows our employees to retire
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early and with dignity.
The special overseas mission of CIA Justifies ocontinuation
of eligibility for retirement with full benefits at age 50
“ for the.emPIOYees in CIARDS. |
This is as it should be. Houwever, the speocial
requirements and mission of CIA involve all of our employees
in a number of ways unique in the government. This
legislativaly mandated status for CIA impaocts dn all of our
peorle and is the basis for a pexrsonnel system different
fxom any othexr in government.
iny changes in the ocurrent retirement system will have to
be very carefully considered to ensure that potential
repercussions are fully understood. We aie confident that
working in close 6onsu1tation with our oversight committees
Wwe can achieve our mutual goals.

Thank you for your attention, Mxr. Chairman.

Mx. FORD. Thank you.
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Mr. FORD. Mx. Cohen, am I able to assume that your
statement has been éleared by the Administration?

Mr. COHEN. Yes, sir, it has.

nr..FOkD. Then first on the recoxd, I am surprised at the
bottom of page 2 you suggest that any supplemental plan must
provide for both Foreign Service and Civil Sexvice employee,
additional rayments to bxing the period between retirement
and commencement of sdoial security benefits at age 62,

I raised that early today, you might not yet have been
here, because nobody has ever mentioned it advocating the
changes in the system. Do you have anything in mind with
respect to what we should use as a pattern to do that?

Mx. COHENX. No, sir, not xright now. We uou;d like to see
what comes out of the Civil Service changes and then we .
would adapt ours to be as compatible as possible with it for
the Foreign Service or request something different if we
iouﬁd that compatibility was not possible.

Mr. FORD. I would ask both of you gentlemen, but in light
of what you both said here this morning, what would be the
expected impact if we were to go forward with the so-called
budget compromise that is coming at us from the Senate side
working out with the White House which has the 5 percent yer
year reduction in the annuity phasing in up to the age 65.

What would a 5§ pexcent per year reduction under the age of

65 do to your personnel? What would be the effect roughly
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in genexalizing it on the quality and makup of y;u:
rersonnel picture?

Mr. MAGEE. This is the 5 percent reduction for zetixement
underx age 65, Mx. Chai:man?

Mr. FORD. Perxr year.

Mr. MAGEE. 7Two things would happen. First of all..we
would lose the 40 year §ld group. We would have a serious
loss I think in the 35 to 40 year old group, and we would
havg)secondly)thosa reople who ieally should ratirxe, in
their interests as well as ours, simply could npt affoxrd to
retire at half annuity énd would stay..

In my statement I allu‘ded to that when I said those who
in ¥ﬁid%t should stay, would leave, those who should leave,
will stay.

Mr. FORD. I gather that from your previous remarks that
having people leave in their 40s is not generally looked at
as a wise thing in your agency?

Mx. MAGEE. At forty?

Mx. FORD. Mainly because of the cost to have reople leave
unless they are indeed fixed so that they have an inocome to

take care of them the rest of their lifa. You would xather

not see thenm floating around out there.

nz. MAGEE. I didn't mean to imply that. As I was saying

it the suggestion occurred to me they would not have enough
\ \l/'_()?
money was a seourity zisx--no. six, that is not the intent.
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We like to keep our people for a Full 6&:93:. If you have
a highly transient force you have--

Ht; FORD. I have always been under the impression that
you peopie fashioned golden parachutes whanever you had to.

Mx. MAGEE. Sorry, six? _

Mr. FORD. I had always been under the impression that you
people fashioned appzopriate golden parachutes whenever it

was necessary.

Mr. MAGEE. I wish--sorxy, sir, regrettably that impressio

is not correct I am afraid?

Mx. FORD. Most of the mystery writers always desoriba it
that way.

Mr. MAGEE. Regrettably that is not accurate.

Mr. FORD. Like every othexr profession it is never as well
paid or as much fun as the writers describe it.

Now, the GAO has told us that the average Foreign Serxvice
Officer retires at 55 with 27 years and you corrected that
by saying if you take into account the entire work force,
not juSt those classified as ''Foreign Sexvice Officers'?,
tha sexvice time extends itself to 32~and-a-third years. I
assumevthat that is primarily office personnel, not
administrative?

Mrx. COHEN. The people who tend td stay longer in their
career are what we call administrative and oclerical support

personnel, the secretaries, communicators, and engineers and
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so on, the nurses. These are the people wa would like to
keep in whereas on our officer side we like to have very~
severe competition for Promotion and to ba able to
mandatoxily retirxe those who ar§ less competitive and will
not make the senior ranks and give them an oppoxrtunity to
get out any time after age 50.

Mr. FORD. And the average CIA officer raetires at 52.8
years with 29.3 years of service, according to the GAO.

Mr. MAGEE. VYes, sir, those are our figuras.

Undexr the CIA Retirement and Disability Systenm, vyes.

Mr. FORD. What Kind of trend, if any, do yoﬁ deteot in
the relation of those two figures in the last four or five
years?

Mr. MAGEE. It has been fairly constant. I think those

are--the gentleman said I think they were fiscal year 1983,

Mx. FORD. Right.
| | 53
Mr. MAGEE. The 1984 figure is right around g—three. Our
average retirement age has remained very constant since

1;}6“.
v

Mx. FORD. Mx. Cohen?

Mx. COHEN. Ours is more oxr less remaining the same. Our
senlor officers have not been retiring voluntarily in the
last few years because when the pay cap was lifted, they had
a finanocial incentive‘to stay in in order to get a highex

high-3 average. But in the last two years we have really
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started to enforce our mandatory retirement system, our
upper-out systen,

As I mentioned in my remarks, we asked 35 sgnior officers
to leave.last vear and this number will be increasing each
year from now on.

Mr. FORD. I have to tell you, Mr. Cohen, that every place
I have been in the last three years outside the country, one
of the first questions I get iiom your Foreign Serxvice
Officers is what is going to happen to our pension? Should
I leave the Service now before it is messed up?.

I cannot tell you how many people I have rxun into who
asKed the question should I get out before the rules are
changed? I have had Ambassadors tell me it is a problem #for
them because their professionals and their mission are

concerned.

Have you seen any evidence of people Jumping out ahead of

Stockman and me?

Mr. COHEN. They are not Jumping yet but we have the sane
reaction you do, every time we go abroad to discuss issues,
this is the one issue that everyone wants to discuss and we
constantly get telegrams\and rhone calls, please let us knqu
in advance when the 5 peicent renalty for every year under
age 60 will go into efiebt S0 we can retire right away.

Mx. FORb. I have had the impression because it comes up

so frequently with me, that the four years of ouxr dogfight
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hexe with the constant repetition of the threat and
withdrawal of the threat, has eroded the conii@ence of
people out there who are reaching the»age where they are
startin§ to think ten or fifteen years down the road about
what will happen to them and their families, and our
conmitment to tﬁem.

I cannot believe that that promotes the best performance
out of those peopla oxr provokes the greatest sense of
loyalty.

Mr. COHEX. They are clearly wér:ied.

Mx. FORD. I hope we can get this somehow behind us, at
least get a moratorium on talking about the pension for a
few years. |

Mr. COHEN. I would agree.

time since paensions came into existence whaeare we have had
this long, strung out disouﬁsion going on with all the
uncertainty engendered with éhe'bad information and the
spread of the bad information far outweighs the puliocity
given the good information, of course, and there is just
really no way to estimate what it does to people.

I £ind it diffioult when people say on the one hand the
main reason people worX for the Federal Government is
"because of the overgenerous pension system, that they then

by the same token don't understand how important that
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1126 pension system may in faot he.lii not as important as they
1127]| say, but at least signifioantiy impoxrtant as the morale

1128| faoctor in getting efficiency ou£ of the Federal woxk foroca.
1129 ' Let.me ask you both kind of a general question about
1130 struocturing the systems for your special groups. There are
1131| really two ways that you put togefher a retirement'plan. In
1132| the old fashioned way, you set aside money in some kKind of
1133] investments, and dependihg on the pexformance of those

1134| investments you have resources at thea time that you get

1135] ready to retire.
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DCMN GLASSNAP

Second is to set up a system where you guarantee a fixed

beneiit..deiined benefit at the time of retirement under a

.£ozmula that would let an employer or you Know at any given’
time uha£ its performance will be at any fime in the future.
Undexr the iizstbapbroaoh. the benefit isn't Known until you
reach mandatory retirement ox retirement age and see what
has happened. Undar the other, you have the ocontinuing
security of or reasonable assurance, at least in fhe past,
that there is a cerxtainty of performance of the systen.

Which of those two approaches is most appropriate for your
Kind of special populations, or would a combination of the
two be an improvement on the present struoture?

Mr. COHEN. Well, speaking for the Foreign Service, sir, I
would say that ﬁhe defined benefit, the predioctable benafit,
is extremely important for people who are coming in Knowing
that their chances of not going beyond age 50 in the
Sexvice, for whatever reason, burnout, mandatory retirement,
inability to serve overseas, noncompetitiveness, it seems to
.me this predictable benefit is something that is important
to them to go in and say, ''Well, if I have to gaet out at
age 50, 51 oxr 52, I know ﬁhat my oushion will be. I use
that as a basis for starting an alternate career.'®

The undefined system would make it harder for us to
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attract the people we want.

Mx. MAGEE. Yes, six, the aconomicﬁ?onderahle# of what is
ahead of us, in the defined contribution system, y( is scary
to the ehployees. They understand it.

Mxr. FORD. Maybe ue ouﬁht to make 1t'optional and, say,
walt to see what the peoﬁle do, so you find out what you
know about the futurae of our econony.,

Mr. MAGEE. When you see them all going, something is

Wwrong.

To answer an earlier question, we have experienced an

1CS e £
Iﬁpé&ie in retirements beyond our projections. I have looked

< Ahe Vatvgus preposeds ¢
into ity and pven though all - the things: that—are being discussct
a\\ (o‘;\l_n‘,, Q(‘ﬂh'(""q"‘:"' C\OAK.A&'fI// +L"< N, _(\(fe?\ldf \.SM.
» I find-people—-who—are-eligible—to retire will
be_exenpt. from -it, ''It -wonlt-affect-you:*"' What I have
L“'}—‘ﬁfl?‘:j" ol Yuutf QAL S'M‘ﬁf‘a}’ (.‘».\.A\e'7
found, in talking to people, fﬁ‘yes. you say hert, but I
don'tknow if that is what will happen. We show them what is
written, and we say, ''You are clear, you don't have to go,
no matter what happens, it won't affect you.'' The
credibility is just not there.
Mr. FORD. That is undexstandable.

Now, we have actually been looking at what has happened
out in the private sector. They have left us behind in this
pension business a long time ago, not only in the private
sectoxr, but other Rinds of public employers such as states,

particularly at the colleges and universities énd
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1186 institutions operated by the states.

1187 But one of the things that the tax law has made extremely

1188| popular is thrift plans as a supplemgnt to retirement, they

1189 are beiﬁg usad throughout industries as an inducement to

1190| Keep the R;nd of people that, Mr. Magee, you were talking
‘1191 about. You say to a person, you want to get that extra 10

1192| years out of them, ''Look, we will matoch some of your money,

1193| you put it aside on top of your pension, it is tax"

1194} deductidble now, and it is free money to you; 1h eiieof. aﬁd

1195] you pay some taxe5 some day on it, but at a reduced rate.''

1196 .That becomes the reason not to 1eave.'o£ course.

1197} Senator Stevens and I, it is no great seoxat, would like

1198 to £ind a variation on that to add to, as a supplement to

1199 | making it possible for Federal managers to use tﬁat soxrt of

izoo inducement, and for in faot flexibility in those areas where

1201{ we do have retention problenms.

1202 ~ We have you gentlemen here, Justice was here, NASA,

1203| National Institutes of Health, all agencies with highly

1204} trained people and people who are very much in demand on the

1205| outside and are leaning to that beoause(thei: best people

1266 a:é being lured away for good and right feasons after they

1207 hgve.had a lot of government training and experience.

1208 NASA has a revolving door going on down there, and every

1209| time you talk to somebody, you are talking to a new manager.

1210 But the closest thing we have seen coming at us from the
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other way was Mr. Devine came in here, that at £first looked
like he was talking about this, then he said, instead of the
defined benefit pian we would adopt a defined contribution
plan. 'fhe money would be deposited with the Treasury at a
fixed rate of interest and go into an acoount. In other
uoids, we would piace the whole system in kind of a fanoy

savings account with the governmént deciding wherxae the

savings would be investad.

When I asked him, would you like us to adopt your plan but

let the employee decide where the investment was going to go
within limits, of ocourse, as private employexs do, he sald
he would recommend that a bill like that b§ vetoed because
he wouldn't want employees to have the economic power of
that potential investment to use against, I think he said,
the W.R. Grace Company ox something--why the employees ought
to be mad at W.R. Grace, I don't know. But we didn't get
very far with that.

There are a lot of membars of this committee uho are
genuinely interested in using the device of some sort of a
thrift plan on top of the defined benefit plan. That
probably would not be of very much interest to people in
their i;rst 10 or 15 years in serxvice, but as they get olose
to the time of deciding uhether‘they should go do something
else ox continue in serving out their time, it decomes

rather significant because it provides an inducement for
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them to eschew the choice of greener pasture on the outside.

Would you think that kind of an“option--I am asking y&u in
"the dark because we don't ‘Know what we can work out and what
matchingiuould be involved and how generous or ungenexous it
would be, but we know it would be tax i:ee--uoﬁld that be a
useful and valuable Kind of adjunct to your system for your
purposeaes?

Mxr. COHEN. Mx. Chairman{ I £ind that when I go axround the
world talkiﬁg to people, there is a genaral interest in
_this; They are really intrigued by this thrift plan, and I
think you will £ind the President of the American Foreign
Sexvices Association, who will testify after me, will
probadbly reflect this as well.

One cautionary note, some of our yeoplg. especially the
suppoxrt people, tend to remain at the lower end of the
salary Soale throughout theirx oareers.'and they may have
certain diffioculty in setting aside money for the thrift
plan. So they uouid require a definite defined dbenefits

~Plan at all times. We wouldn't uént to see that eliminated.

Bﬁt building on that, a thrift plan with a defined
contributions element might view--most people would rrobably
be interested and favorably interested in the Foieign
- Sexvica.

Mr. FORD. RAs a matter of fact, I was out of the country

recently, and I was with people who uere talkihg to
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Americans about investing in thriit plans, and a number of
youf people are pﬁrtioipating. However, we axe not helping
them in any way. They are doing it with whatever resources
they have of their an. because it is a oohceih. That tells
me, of course, that if it--if they are oconcerned enough to
cut into their spendable income and start making plans on
that basis, that it might be something that we ought to be
associated with, and it would be a benaeficial personnal tool
lio: us if we were to encourage and assist in fhoso
cixcumstances.

Apparently, from the people I talked to throughout the

world, as a matter of fact, your people are going at this

1273| with a remarkable amount of acceptance.

1274 Mr. COHEN. That is right.

1275 Mx. FORD. There are several investment security companies

1276| that are pxetty sound, that they would obviously trust by

1277| reputation, that are now traveling around th§ world talking

1278| to your people, not only your reople, but the otherx

1279| Americans who are overseas working for the government and

1280 working for private enterprise, particuiarly now since we

128f have extended the tax exempt status foxr the American

1282| oivilian working overseas on repatriated dollars. They arxe

12‘83 looking foxr ways to do something about that.

1284 But private enterprise has jumped into this with a
vengence. We found that in the first few yeais. aftex

1285
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QOIfc) was adopted, that virtually all the Fortune 500
companies made some variation, a thriit_plan available as an
‘add-on to the rension system for them.

Ii‘you have some thoughts about what kind of a systenm’
would make sense to your pPeople, don't hesitate to let us
feed that into the multitude of other brilliant suggestions
we will have. We are interested in £finding a way to do that
and also finding moxe flexibility overall in the systam, not
‘Just thinking of thrift Plans, but it strikes me that we are-
the only major employexr in the United States that treats
everybody litexally, iroﬁ our most highly trained
sophisticated. over-educated people to our least-trained,
least-sophisticated lower paid people, exaotly‘the saﬁe when
we t#lk about assembling a pension for them, and no ona else
does that, becausa it doesn't make sense.

We do it that way because, as we have frequently done
things, we have always done it that way. Tedqd Stevens and I
think it might be time that we can break aﬁay form that
pattexn of doing it just because we have always done it. 1If
You see a way in which we can Provide for some flexibility
foxr the type_oi personnel needs that you have uitﬁout
disrupting the rxest of the system, by all means sharxe thenm
with us.

M. COHEN. Thank you.

Mr. MAGEE. Thank you.
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1311 Mx. IORD. Thank you very much for Yyour cooperation here

1312| today by your appearance.
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